ai8    THE POLITICAL ECONOMY OF WAR

to price/ In order to avoid selling government stocks
at 75 or 60 cents on the dollar in an honest way Mr.
Spaulding initiated a policy which ended in selling
those stocks at 40 cents on the dollar in a roundabout
way, and cheating creditors, soldiers, and labouring men
out of more than half their dues in an incidental way/'1

On January 17, 1863, $100,000,000 notes, later
increased to $150,000,000, were issued* The price
of gold at this time was 142; by the end of the month
it was 159* The former issues had been fundable
within five years at the option of the holder into the
6 per cent* gold bonds, which was a method of indirect
redemption. Chase hoped that if this provision were
repealed he could issue 5 per cent* bonds, and he
persuaded Congress to pass the law of March 3, 1863,
which repealed the conversion clauses of the legal-
tender act by fixing July i as the date when the right
of redemption would cease* This was a breach of
contract which destroyed the previous standards of
value, injured government credit, and hindered the
conversion of the currency at the end of the war*

At the same date treasury notes (as distinguished from
thenon-interest-bearing " greenbacks ") were authorised,
the act providing for $400,000,000 in denominations
of not less than $10 to run for not more than three years
and bear interest in " lawful money " at not more than
6 per cent* They were legal tender for their face value,
minus interest* Thus it was hoped the holder would
have an inducement to keep the note, and if he used it
as money the recipient would have an inducement to
keep it* Under the :e provisions $44,520,000 of one-
year and $166,480,000 of two-year notes at 5 per cent,
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